
BEFORE

THE PUBLIC SERVICE CONNISSION OF

SOUTH CAROLINA

DOCKET NO. 92-192-W/S — ORDER NO. 92-1030

DECENBER 15, 1992

IN RE: Applicati, on of Kiawah Island Utility,
Inc , for approval of adjustments
in its rates and charges for water
and sewer services.

ORDER APPROVING
RATES AND CHARGES

This matter. comes befor. e the Public Ser:vice Commissi. on of

South Carolina (the Commission) by way of an application fi. led on

behalf of. Kiawah Island Ut. ility, Inc. (the Company or Kiawah) for.

approval of a new schedule of. rates and char. ges for i. ts water and

sewer customers on Kiawah Island in Charleston County, South

Carolina. The Company's June 16, 1992, application was filed

pursuant to S.C. Code Ann. , $58-5-240 (1976), as amended, and

R. 103-821 of the Commission's Rules of Practice and Procedure.

By letter' dated June 24, 1992, the Commission's Executive

Director instructed the Company to publish a prepared Notice of

Filing, one time, in a newspaper of general circulati. on .in the area

affected by the Company's appli. cation. The Notice of Filing

indicated t.he nature of the Company's application and advised all

interested parties desiring participat. ion in the scheduled

proceeding of the manner and ti. me in whi. ch to file the appropriate

pleadings. The Company was likewise requir. ed to notify di. rectly

all customer. 's affected by the proposed rates and charges.
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Pet. i. tions to Intervene were filed on behalf of Steven W. Hamm,

the Consumer Advocate for the State of South Car'olina (the Consumer

Advocate) and Kiawah Residents Group (KRG).

The Commission Staff made on--site investigations of the

Company's facilities, audited the Company's books and r. ecords, and

gathered other detailed information concerning the Company's

operations. The other par. t.ies l.ikewise conducted their' discovery

in the rate fili. ng of Kiawah.

A public hearing relative to the matters asserted in the

Company's application was held on November 5, 1992, and November

24, 1992, in the Hearing Room of, the Commi. ssion at 111 Doct.or's

Circle, Columbia, South Carolina. Pursuant to $58-3-95, of the

S.C. Code, a panel of three Commissioner. s composed of Commi. ssioners

Yonce, Bowers, and Frazier was desi. gnated to hear and rule on this

matter. Lucas C. Padgett, Jr. Esquire, and Leonard Long, Esquire,

represented the Company; Carl F. NcIntosh, Esquire, r. epresented the

Consumer Advocate; Nichael A. Nolony, Esqui. re, appeared on behalf

of the KRG; and Narsha A. Nard, General Counsel, and F. David

Butler, Staff Counsel, represented the Commission Staff.

The Company presented the direct testimony of Townsend P.

Clarkson, Treasur:er of the Company and Chief Operat. ing Off.icer of

Kiawah Resor. 't Associates, L. P. The Company presented the rebuttal

testimony of Nr. Clarkson, Nitchell Bohannon, of Thomas & Hutton

Engineering Co. , and Arnold Ellison, President of Community

Services Nanagement, Inc. The witnesses explained the services

being provided by the Company, the financial statements and
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arcounting adjustments submit ted, the reasons for the requested

rates, as well as addressed several .issues raised by the Staff and

the Intervenors. The Consumer Advocate presented the t.estimony of

John J. West, who analyzed the Company's appli. cation and revenue

requirements. The KRG presented the test. imony of Wallace DuBois,

Richard Sayers, and Tom Nelson, who testified to the ronrerns of

the customers regarding the proposed increase. The Commission

Staff presented the testimony of Robert W. Burgess, Public

Utilities Rate Analyst and Bruce Hul. ion, Public Util. i. ties

Arrountant.

FINDINGS OF FACT

1. The Company is a water. and sewer. utility operating i. n the

State of South Carolina and is subjec:t to the jurisdiction of the

Commission pursuant to S.C. Code Ann. , 558-5-10 (1976) et secI. 1

Appliration of Company; Clarkson testimony.

2. The Company provides water service to 2, 343 customers and

sewer servi. ce to 2, 058 rustomers on Kiawah Island, Charleston

County, South Carolina. Hear. ing Exhi. bit. No. 15.

.3. The Company purchases its water from St. Johns Water

Company, Inc. The Company has two ground level storage tanks with

a c:apacity of 3.5 million gallons, along wi. th support equipment for

the pumpi. ng and met. ering of the water. supply and distribution

1. Kiawah Island Utility, Inc. is owned by Kiawah Resort
Associates, L.P. On June 28, 1988, Kiawah Resort Associates
purrhased the Kiawah Island Resort, i. nrluding the stock of the
utility, from Kiawah Island Company, I, td. On June 25, 1992, KRA

sold it. s assets, inrluding its stock in the utility to KRA, I, .P.
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sold its assets, including its stock in the utility to KRA, L.P.
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system. The Company's sewer system is compri. sed of gravity

collection mains, force mains, and treated effluent t. ransfer mains,

aggregating approximately 56 miles, 32 sewage pumping st.ations, and

a wastewat. er treatment facility. Testimony of Clarkson.

4. The Company's pr:esent rates and charges were approved by

Order No. 90-1080, dated November 5, 1990, in Docket. No. 90-49-W/S.

Hearing Exhibit No. 15; files of the Commission.

5. At. present, the Company has six rate schedules relating

to its water and sewer charges and conditions and other.

mi. scellaneous ser. vice charges. The Company's residential water

service charge is $15.00 per month for a minimum bill of 0 to 4, 000

gallons. All wat, er consumed over 4, 000 gallons per month i. s billed

at a rate of $1.60 per 1, 000 gal. lons. The Company present. ly

charges a flat rate for. residential sewer of $20. 00 per month. The

Company's tap fees are 9500 for both water and sewer for

residential oust. omers. Tap fees ar. e based on meter size for the

other classes of customers. The Company does not propose to change

its water or sewer tap fees for any class of customer, except the

Hotel/Notel class from $220/room to 9250/room.

The Company's present rates and proposed rates are depicted in

Hearing Exhibit No. 15, Part A of the Water and Wastewater

Department's exhibits in the Commi. ssion Staff Report. In lieu of

discussing all proposed changes i. n the Company's six rate

schedules, the Commission will highlight the changes requested to

the Company's residential service rates and terms of service.

The Company proposes to increase the residential water service
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charge to $20. 00 per month for. a mi. nimum bill of 0 to 3, 000

gallons. The minimum water. rate increases based upon the meter

size of the service connect. ion. The commodity charge proposed by

the Company would incr. ease from a &1.60 per, 1,000 gallons to 41.80

per 1,000 gall. ons. The Company proposes to increase i. ts sewer

service charge to a flat rate nf $24. 50 per month.

The Company proposed two special billing adjustments. One

dealt with a proposa. l to automatically pass through price changes

from St. Johns Water Company to Kiawah Island Utility, Inc.

pursuant t.o the Company's contract with St. Johns Water. Company.

Accordingly, whenever a price adjustment. to the Company is
forwarded by St. . Johns, the Company would propose to increase the

unit price of potable water. sales to all customer classes by the

amount of that increased cost. Concomitantly, if the delivered

unit. price is decreased by St. Johns, the Company would pass that

decrease on to its customer classes. The second special billing

adjustment. deals wi. th a governmental entity or regulator. y agency

which may be empowered to bill the Company an assessment based on

customer units served by the Company. The Company proposes that it
should be allowed to bill its customers for the appl. icable unit

cost of that assessment. . The Company proposes that the assessment

charge would be identified as a separ. ate bill. ed item and included

i. n the total of the service billing. The Company did agree that

before any special billi. ng ad.justment. s would be made, the

Commission would be made aware of the proposal and be given

satisfact. ory proof of the basi. s for the adjustment at least sixty
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{60) days before the proposed effective dat. e. Also, the Company

would be requir. ed to furnish thirty {30) days' notice prior to

implementation of the special bil. ling adjustment, to the customers.

Presently, no such scenerio exists as a factual matter. Testimony

of Clarkson; Applicat. ion.

6. The Company asserts that its requested rate increase is

required because of several reasons. The Company has just

completed a major capital i. mprovement program which was financed by

a loan fr. om NCNB to the Company. The loan was initially in the

amount. of $2. 5 million and was subsequentl. y increased to $5. 325

milli. on in order to finance the construction of the capital

improvements necessary to increase the capacity of the utility
system. The increased capaci. ty of the ut. i, lity system was necessary

in order to assure the present customers ample water pressure for

domestic use and fire protection and to provide for the future

gr.'owth anticipat. ed on the Island. These capital improvements were

construct. ed in 1990 through 1992 and include, but are not. limi, ted

to, the construction of a 2. 5 million gallon storage tank, pump

station, pipelines, Company admi. nistration building, shop building,

effluent transmissi. on lines, off —i. sland water transmission lines,

drying beds/compost operati. on, and the construction of a new deep

well. In 1991, KRA sold plant, equipment and transmission lines

totaling $1,750, 000 to the utili. ty. The financing of the

approxi. mately $5. 325 million in capital improvements requires an

int. crest payment to NCNB of $380, 000 per annum. The principal and

interest. payment of approximately $32, 740 per mont. h commenced in
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August, 1991. Additionally, since the last. rate increase, St.
John's Water Company has increased its charge for water purchased

from $1.1432 per 1,000 gallons to the cur'rent rate of. $1.3429 per

1,000 gallons, for an increase of 16.26':. Application of Company;

Clarkson direct testimony and rebuttal testimony.

7. The Company proposes that. the appropriate test period to

consider its requested increase is the twelve-month period ending

December 31, 1991. Application of Company; Clarkson. The Staff

concurred in using the same test year for its accounting and pro

forma adjustments. Hulion testimony; Hear. ing Exhibit No. 15. The

Intervenors did not contest the test year.

8. Under it. s presently approved rates, the Company states

its operating margin after interest and after accounting and pro

forma adjustments is (14.89:) for its combined water and sewer

operati. ons. Appli. cation of Company, Exhibit D. The Company seeks

an increase i, n i. ts rates and charges for water and sewer service

which would result in operating margin of 7.07':. Applicati. on of

Company, Exhibit D.

9. Under the Company's presently approved rates, the Company

states that its operating revenues for: the test year, after

account. ing and pro forma adjustments, are 92, 038, 547. The Company

seeks an increase in its rates and char, ges for. water and sewer.

service in a manner which would increase its operating revenues by

$481, 717. Applieat. ion of Company, Exhibit D.

10. Under the Company's presently approved rates, the Staff

found that the Company's per book operating revenues for. the test
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year were $1,920, 374 after accounting and pro forma adjustments.

The St.aff calculat. ed the proposed increase to be in the amount of

$472, 384. The Staff's calculation recognizes certain adjustments

necessary to both revenue figures and consumption due to the

Company's cycle billing of i. ts customers. Staff's adjustment. s to

per book revenues reflected a correcti. on of billing information and

the elimination of tap fees, interest income and other

inappropriate miscellaneous income from uti. lity revenues. Heari. ng

Exhibit No. 15.

11. The Company asserts that under its presently approved

rates, its total. operating expenses for the test. year. , after

accounting and pro forma adjustments are $2, 342, 172. Appl. ication

of Company, Exhibit D. Staff concluded that the Company's

operating expenses for the test year, after accounti. ng and pro

forma adjustments, are $1,786, 405. Hearing Exhibit No. 15. Staff

arrived at this proposal after making certain adjustments to the

Company's expenses.

The Company, the Staff, the Consumer Advocate, and the KHG all

proposed cert. ain adjustments to the Company's books and records.

The Company did not contest the Staff's adjustments in all but the

following areas: the Nanagement Fee, rate case expenses, data

processing upgr. ade, and the treatment of the Ocean Course Dr, ive

Extension. In addit. ion to that, the KRG called into question the

$1, 750, 000 asset transfer from KHA to Kiawah Island Utility, Inc.

and certain transactions between the Company and its parent, KRA.

The Consumer Advocate supported all of Staff's adjustment. s except
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for its treatment, of availability fees. The Commission will

herein discuss only those adjustments and proposals in dispute

between the parties.

(A) Nanagement Fees

The Company, .in i. ts Application, proposed an adjustment of

921, 517 to expenses to recognize a contract for management fees

between the ut. ility company and KBA. This contract. calculates

management fees at the rate of 6.0: of actual revenues collected on

a monthly basis. The Company estimated that t, he revenues collected

will increase due the proposed rat. e increase and that. the

management fees will increase by $21, 517. In his prefiled

testimony, witness Clarkson proposed an adjustment of $18, 052 for

the management fee. In support. of the adjustment, Nr. Clarkson

testi. fied that the scope of work and/or services rendered includes

computer. services, account. ing services, supervisi. on by Nr.

Clarkson, and assistance from var. ious executives and employees of

KBA. The Commission Staff, i.n its review, determined that a fee

based on a percentage of total revenues was not appropriate and

adjusted management fees by eliminating $93, 632 in expenses. Based

on information pr. ovided to the Commission Staff by the Company, the

same dut. ies wer;e performed by management. as was approved in the

Company's last rate case. Therefore, Staff allowed the Company a

$3, 000 per month charge for. management fees because the Company

provided no informat. ion relati, ng to additional duties or

responsibilities for this case.

On rebuttal, Nr. Clarkson pr. ovided Hearing Exhibit No. 8 which
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related to the services provided KRA to the utility and showed the

management expense allocation from KRA to the utility company.

This information, particularly the expense allocation information,

has not been audited by the Commission Staff or any other party

participating in this proceedi. ng. Nr. Clarkson indicated that the

allocation met. hodology was similar to that approved by the

Commission for Heater of Seabrook, a neighboring utility regulated

by the Commission.

(B) Rate Case Expenses

The Company submitted updated informat. ion concerni. ng the cost

of the cur, rent rate case. The Commission Staff accepted this

information and concurs with the updated information provi. ded by

the Company. Therefore, Staff's and the Company's adjustment for

rate case expenses amount. s to $18, 078. Hearing Exhibit No. 7.

(C) Data Processing Upgrade

The Company pr'oposed to i.ncrease equipment, rental for a

computer lease upgrade. At the time of the Commission St.aff's
audit, there was no basis to support thi. s increase. There was no

contract or any information available to the Commission Staff. to

verify this dat. a processing upgrade. The Company proposed an

adjustment. to O&N Expenses to increase such in the amount of

$2, 832. Nr. Clarkson testified that since the audit, the Company

has purchased the data processing system and proposes to depreciat. e

this i. tern over five (5) years for a total of $31,476. The Company

supplied Hearing Exhibit No. 6 in support of its request.

DOCKETNO. 92-192-W/S - ORDERNO. 92-1030
DECEMBER15, 1992
PAGE i0

related to the services provided KRA to the utility and showed the

management expense allocation from KRA to the utility company.

This information, particularly the expense allocation information,

has not been audited by the Commission Staff oK any other party

participating in this proceeding. Mr. Clarkson indicated that the

allocation methodology was similar to that approved by the

Commission for Heater of Seabrook, a neighboring utility regulated

by the Commission.

(B) Rate Case Expenses

The Company submitted updated information concerning the cost

of the current rate case. The Commission Staff accepted this

information and concurs with the updated information provided by

the Company. Therefore, Staff's and the Company's adjustment for

rate case expenses amounts to $18,078. Hearing Exhibit No. 7.

(C) Data Processing Upgrade

The Company proposed to increase equipment rental for a

computer lease upgrade. At the time of the Commission Staff's

audit, there was no basis to support this increase. There was no

contract or any information available to the Commission Staff to

verify this data processing upgrade. The Company proposed an

adjustment to O&M Expenses to increase such in the amount of

$2,832. Mr. Clarkson testified that since the audit, the Company

has purchased the data processing system and proposes to depreciate

this item over five (5) years for a total of $3],476. The Company

supplied Hearing Exhibit No. 6 in support of its request.



DOCKET NO. 92-192-N/S — ORDER NO. 92-1030
DECENBER 15, 1992
PAGE 11

(D) Ocean Course Drive Extension

The Commission Staff proposed to remove the cost. s associated

with the Ocean Course Drive Extension from plant and i. ts related

charges to Accumulat, ed Depreciati. on. The extension to serve that

area cost the utili. ty company $382, 327 for the water and sever

transmission lines. The lines will serve approximately 406 lots in

the area. At the t. ime of Staff's audit, only 13 t.aps had been

made. Accordi. ng to the testimony of the Company, the Ocean Course

Dr. ive Extension presently serves the ocean course clubhouse, a

maintenance bu.ilding, and two homes built on the site. At the ti. me

of the hearing, 17 lots had been sold, three lots ar'e "on hold"

with cont, racts pending, and 176 lots have been platted or in some

stage of the plat. approval process. Accordi. ng to the testimony of

the Company, the lots must first be platted or have received

preliminary plat approval before they may be sold.

Staff considered the 13 taps made which equates to 3.2% of the

406 lots in the area. The Staff increased this percentage by 25-:

which represents the reserve capacity of the current system. This

was calculated taking the current sewer syst. em capaci. ty of 2, 750

versus the current t.aps of 2, 058 and equals a fi.nal factor of 4. 0':.

St.aff applied this factor to the cost of the Ocean Course Extension

of $382, 327 to arrive at an annual amount of $15,293 for plant in

service. Staff then added two more years worth of plant to be

phased in under. the Company's representation that it will be

approximately tvo years before i. t retur. ns for another rat. e case.

The resulting figure of $45, 879 to be included in rate base allows
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the Company to collect the costs of the Ocean Course Extension over

time as the area builds out. , as well as depreci. ate the asset as it,

is used. As the area grows, so will the amount allowed in plant in

service and depreciation. It was the Commission Staff's opinion

that to charge the present. ratepayers the entire cost of the

extension would be an unfair. burden to the present ratepayers

because such a smal. l percentage of the system i. s being utilized.

The Staff's methodology phases in the cost of the extension to

match the growth of the bui. ld-out of. the lots in thi. s section.

Company witness Clarkson noted that the Commission Staff's
treatment of the Ocean Course Drive Extension was a departure from

the Commission's 1985 rate case concer. ni. ng that port, ion of

Governor's Drive, known as Loop Road. The Commission ruled in 1985

that it was appropriate t.o include the Governor's Drive extension

in the rate base under the following r. ationale:

It. is in the public interest. that the Company plan for
its future needs and be able to render servi. ce to those
future customers when customers desire it. Therefore,
the Commi. ssion finds both the water and wastewater. plant
and the Loop Road project to be properly included in the
Company's plant in service.

Order No. 85-834, p. 12, issued September 30, 1985, in
Docket No. 85-83-W/S.

The Company took the position that the system is used and

useful and that. this will aid in the development of the Ocean

Course Drive area. Without water and sewer t.o the area, no plat. s

can be made, therefore, no lots ran be sold. Additionally, the

development of this area represents the natural progression of t.he
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development on Kiawah. The Company notes that there are customers

a. t the very end of the Ocean Course Drive Extension, namely, the

Ocean Course Clubhouse and the separate maintenance facili. t. ies.
The Company points out that KRA paid $373, 000 of the costs of the

line while the utility company paid $382, 327 of the total costs.
The Company was of the opinion that the transmission l. ine cost of

the Ocean Course Drive should be part of the ut. ility's rate base

and that the Staff's adjustment should be revised to allow the

inclusion of the Ocean Course Drive ful. ly in plant in service

similar t.o the Commission's ruling i. n 1985.

The witnesses for the KRG also testified that the cost of the

Orean Course Extension as well as the Rhet. t's Bluff Extension are

being unfairly underwritten by the uti. l. ity's captive customer base.

It was the opinion of the Intervenor, KRG t.hat these costs should

not be included in the Company's rate base.

(E) Asset Transfer

The KRG challenged the $1,750, 000 tr. ansfer. of equipment and

transmission li.ne cost. s from KRA t.o Kiawah Island Utility, Inc.

The KRG was of the opinion that a portion of the assets transferred

could not be specifically identified.

The Company responded through the rebutt. al testi. mony of

Nessrs. Clarkson and Bohannon. Nr. . Clar. kson testified that after

the system was transferred in 1988, it became apparent that the

utility company was using lines and equipment at Kiawah Island to

which it clearly had no t. itle or owner. ship. Past financial

statements, old records and deeds or bills of sale were researched
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to determine the value of the Company's system and to identify

which assets the Company owned. Based on this research, Nr.

Clarkson testified that Kiawah Isl. and Company, Limited had sol. d

certain water and sewer assets to the uti. lity company over the

years prior' to 1988, but were very informal about document. ing the

transfers. The system of transmission lines and plant and

equipment. for the utility company had never been itemized or

inventoried, and i. t appear:ed that the uti. lity company was using

certain assets to operate a substantial busi. ness to whi. ch it had no

t.itle. It appeared from the few records available, that the

Kuwaities had sold both transmission and distribution lines tn the

Company for the cost of, construction.

Nr. Clarkson then commissioned a study on behalf of the

utility company as the potential buyer. of such assets that. would

det. ail the transmission l. .ines and plant assets being used by the

utili. ty company and assigned to them their hi. storical costs. The

engineering firm of Thomas a Hut. ton was asked to prepare the study.

Thomas a Hutton had been i. nvolved in the master planni. ng of Kiawah

and had provided design and construct. ion administr. ation for most of.

the ut. ility projects on the Island except for a few provided in the

early 1980's. According to Nr. Bohannon, from the time of 1974 to

July 1988, Thomas a Hutton pr. ovided engineering design and services

to the island. The select. ion of the general contractors and the

letting of the bids was primarily handled i. n house by the

Kuwaities, however, Thomas a Hutton did receive bid tabulations on

many of the jobs that it designed along with copies of some of the
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contracts that were let for the construction of the water and sewer

facilities. Thomas a Hut. ton also had its own records to review

concerning the cost of the projects for the water and sewer

facilities on Kiawah since i. t also provided cost analysis as part

of its design and construction administration services. The cost

of this study conducted by Thomas a Hutton was $4, 988 which was

paid by the utility company.

The study reveal. ed that the asset pool totaling $9, 274, 000 was

known and measurable. The values that Thomas a Hutton calculated

compared to the records of Kiawah Island Utility Company concluded

that there was a $2. 2 million difference between the assets

identified by Thomas 6 Hut. ton and those recorded on the books of

the utility company. In other wor. ds, according t.o the Company, the

Thomas & Hutton study found that there were more assets actually in

place and in use by the utility company on 'June 17, 1991, than were

actually owned and recorded on the books of the Company. The

Company's books showed that only $7. 1 mi. l, lion were owned by the

ut. i. 1i ty company.

The Company took issue with the terminology used by the KRG in

describing the difference in the assets recorded on the books of

the utili. ty versus the assets identified by the Thomas a Hutton

study. The KRG referred to these assets as "phantom assets. " It
was the opinion of Nr. Clarkson that the assets do in fart exist,
and are being utilized by the Company.

It appears that the confusion exist, s in the fact that cert. ain

water and sewer assets may not have been transferred to the utility
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company from the parent and properly recorded on the ut. ility's
books or properly transferred by the previous owner. In fact, upon

cross-examination, Nr. Clarkson admitted that those unidentified

assets could have in fact been donated by the parent company to the

utility company. However, it was Nr. Clarkson's opinion that the

assets existed and do exist, but that they had not. been properly

transferred to the ut:.ility company.

Nr. Clarkson stated that it was i.mportant for the utility to

know what assets it possessed, to have titl. e to these assets so

that there would not. be any cloud on the title or any problems i. n

the future as to ownership of the li.nes. Additionally, the lines

could be subject to various types of liens which, according to Nr.

Clarkson, could put at some risk t.he oper. ations of the utility
company.

Of the $1,750, 000 in assets transferred, $891,660 could not be

adequatel. y identified for r. eporting purposes by the Company. It
was these "unidenti. fied" assets that Nr. Clarkson could not

determine as to whether or not they had been properly transferred

or had been donated by the parent to the utility company. Asset. s

valued at approximately $400, 000 of the $2. 2 million difference was

donated by KRA to the utility as part of the transfer. This was

provided through the Company's response to the Commission Staff's
Data Request and through the testimony of Cl, arkson and Bohannon.

KRG identified $1,126, 493 wort. h of plant which could not be

iden'tifled.
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(F) Availability Fees

The Consumer Advocate proposed that Availability Fees

collected by the development company be treated as revenues for

ratemaking purposes of the utility. According t. o witness West, the

Availability Fees should be included in determining the Company's

revenue requirement. . The Company reali. zed Availabil. ity Fees of

$120, 031 during the t.est year. and $1, 263, 687 through the end of

1990. It was Nr. West's recommendation that revenues be increased

by $120, 031 and would provide for better mat. ching of costs and

revenues. Concommitantly, Nr. West. suggest, ed that amortizat. ion

should be reduced by $30, 328 and net operating income should be

increased by 9120, 031 and 930, 328, respectively.

(G) Relat. ionship of Utility to Parent Company

The KRG made sever'al recommendations concerning the

relationship between Kiawah Island Ut. ility, Inc. and Kiawah Resor. t

Associates, L.P. , the parent company of the utility. The fact, that

the parent company of the utility is also the developer and

pr'ovides cer'tain managerial oversi ght to the ut. ility causes grave

concern amongst the KRG. The KRG questioned such things as the

determination of transmission and dist. ribution lines between the

utility company and the parent company, the payment of financial

advisory fees, the use of construction companies that have a

relationship with the parent company, and other related activities
between the parent company and the utility. The Commission

considered the infor. mation provided to it by the Intervenors as

well as the rebuttal of the utility company. Similar issues were
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raised in the 1985 rate case, in Docket No. 85-83-W/S. There, the

Commission made no finding of any wrongdoing, but recognized the

close relationship between t.he parent development company and .its
subsidiary utili. ty.

The Company rebutted those assertions through the testimony of

Nr. Clarkson, as well as that of Nr. Bohannon and Nr. Ellison. The

thrust of the rebuttal testimony supplied by the Company is that

the utility company and the parent. took precautions to insure that

the transactions between the two were properly handled and fair t.o

the ratepayers.

The KRG proposed that the cost. s of the Thoma. s a Hutton study

t.o determine the value of the pla. nt. i. n service be eliminated. The

reduct. i. on in expenses proposed by the KRG would be &4, 988.

Neither the Commission Staff, nor the Company proposed an

adjustment in that regard. The KRG, through the testimony of

Wallace DuBois took the position that the study took a "br. oad

brush" approach and the study was done for the benefit of the

developer, therefore, the utility company should not have to pay

the expense of this study. The Company suppli. ed evidence and

testimony which supported the utility's paying for the study.

Namely, the uti. lity was concerned about it, s ownership interest in

the asset. s and that it was important to the utility in the future

that it have clear ownership and title to these plant assets.
The KRG proposed to eliminate the financi. al advisory fee for

1990-1991. The financ. ial advisory fee was paid by the utility to

the parent for. financial servi. ces rendered i. n obtaining loans for
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the utility company. It was the opinion of the KRG that the

financial advisory fee was redundant, and the management fee should

adequa. tely compensate the parent. for the management services,

including financ. ial services, provided by the parent. The amount of

the fee of 1.5': of the loan amount that was pai. d to the managing

partners of KRA. Neither the Commission Staff, nor the Consumer

Advocate proposed an adjustment, for this amount. According to the

rebuttal testimony of Nr. Clarkson, the fee is customary for

finding and securing financi, ng for large amounts of money for.

Company possessing simi. lar qualities to the util. ity company.

Hearing Exhibit No. 17 contained two let. ters from financial

institutions indirating that. a fee of 1.5': to 3.0-: is customary.

(H) Other Adjustments

As noted ear. lier, the Commissi. on's Order will only discuss in

detail the acrounting and pro forma adjustments that were in

disagreement. among the par. ti. es. However, the Commission needs to

mention those adjustments that are not in serious disagr'cement but

need to be discussed. The Staff. proposed to adjust. per book

revenues for. the purpose of annualizi. ng the operating revenues of

the Company. The Commission Staff's adjustment amounts to a

reduction of $80, 090 in operating revenues. The Company also

pr.'oposed to annual, ize per. book revenues by reducing operating

revenues by $22, 985. The Consumer Advocate's position of

increasing revenues for availabi. lity fees would have increased the

Company's revenues by $120, 031. The Commission Staff proposed to

eliminate tap fees from revenue and book as contributions in ai, d of
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eliminate tap fees from revenue and book as contributions in aid of
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construction. The Company proposed a similar adjustment but, the

Commission Staff's adjustment would amount to a reduction i. n

operating revenues of $107, 250. The Consumer Advocate agreed wi. th

the Staff's adjustment. Both the Staff and the Company proposed to

adjust revenue to el.iminate inter. est income and other miscellaneous

income. The Commission Staff's adjustment amounts to a r'educt. ion

in operating revenues of $24, 649. The Commission Staff proposed to

annualize salary and wages for payroll increases. Staff's
adjustment to OSN expenses would be to reduce such by $738. The

Commission Staff also recogni. zed an i.ncrease to 06N expenses for an

increase in the rates for pur. chased water from St. . John's Water

Company. The Company did not propose such an adjustment due to the

late notice from the supplier, however, the information was

available to the Commission Staff during its audit of the Company.

The Staff's adjustment amounts to $20, 879. The Commission Staff

proposed t.o adjust employee benefit. s to remove items classified as

benefits which are not allowable for ratemaking purposes. Staff's
adjustment would reduce OaN expenses by $727.

The Staff proposed to increase employee benefits to reflect a

normalized year's experience. The Staff annualized and compared

what, was on the books, instead of using the Company's estimated

amounts. The Staff also proposed to annualize depreciati. on

expense and accumulated depreciat. ion. Staff's adjustment, would

increase depreciation expense by &66, 986. Staff proposed to

eli, minate contributions i. n aid of construction associated with

availability fees and tap fees from depreciati, on expense. This

DOCKETNO. 92-192-W/S - ORDERNO. 92-1030
DECEMBER15, 1992
PAGE 20

construction. The Company proposed a similar adjustment but the

Commission Staff's adjustment would amount to a reduction in

operating revenues of $107,250. The Consumer Advocate agreed with

the Staff's adjustment. Both the Staff and the Company proposed to

adjust revenue to eliminate interest income and other miscellaneous

income. The Commission Staff's adjustment amounts to a reduction

in operating revenues of $24,649. The Commission Staff proposed to

annualize salary and wages for payroll increases. Staff's

adjustment to O&M expenses would be to reduce such by $738. The

Commission Staff also recognized an increase to O&M expenses for an

increase in the rates for purchased water from St. John's Water

Company. The Company did not propose such an adjustment due to the

late notice from the supplier, however, the information was

available to the Commission Staff during its audit of the Company.

The Staff's adjustment amounts to $20,879. The Commission Staff

proposed to adjust employee benefits to remove items classified as

benefits which are not allowable fox ratemaking purposes. Staff's

adjustment would reduce O&M expenses by $727.

The Staff proposed to increase employee benefits to reflect a

normalized year's experience. The Staff annualized and compared

what was on the books, instead of using the Company's estimated

amounts. The Staff also proposed to annualize depreciation

expense and accumulated depreciation. Staff's adjustment would

increase depreciation expense by $66,986. Staff proposed to

eliminate contributions in aid of construction associated with

availability fees and tap fees from depreciation expense. This



DOCKET NO. 92-192-W/S — ORDER NO. 92-1030
DECENBER 15, 1992
PAGE 21

adjustment. is .in compliance with the Commission's rate order and

Order No. 85-834 issued in Docket No. 85-83-W/S on September. 30,

1985. The Commission Staff's adjustment would reduce depreciation

by $33, 284. The Commission Staff proposed to reflect the current

property tax assessment, using the latest information from the

South Carolina Tax Commission. This amounted to an increase in

operat. ing taxes of $52, 834. The Company proposed tn increase 06N

expenses for an estimated 5': increase. Based upon the most current

information from the Company's books and records, Staff found no

basis t.o increase OaN expenses. Therefore, Staff did not propose

an adjustment to O&N expenses on this basis.

The Company pr'oposed an increase in fuel and electr. icity,
however, the Staff found no .increase in these expenses. At the

hearing, the Company concurred with the Staff's adjustment. Both

the Staf. f and the Company proposed to increase professional fees

for the costs associated with the prior rate case. The Commission

Staff's adjustment would amortize these costs over three years and

would increase other expenses by $10, 826. The Staff proposed to

remove tap fee expenses from 06N expense and capitalize these

items. The Commission Staff's adjustment would amount to a

reduction in O&N expenses of &24, 494. The Commission Staff proposed

to eliminate items not allowable for ratemaking purposes from other.

expenses. The Commission Staff's adjustment amounts to a r:eduction

in expenses of $592.

The Commission Staff agreed with the KRG that purchased water

expense should be reduced to coincide with the adjustment to
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revenues for the purchased water sales. However, the Commission

St.aff's adjustment of $43, 842 reduction di. ffered from the KRG's

proposal of reducing purchased water expense by $57, 842. The

Commission Staff's adjustment tracks the purchased water. revenue

reduction on a one for one basi. s and represent. s a matching of

expenses to revenues for the test year.

The Commission Staff proposed to compute the effect on

customer growth as a result of the Staff's adjustments. In the

Commission Staff Report, that adjustment would reduce customer

growth by $2, 263. The Commission will determine in it. s conclusions

as to the appropriate amount to be adjusted to reflect the approved

adjustments herein.

(I) Noti. on by KRG

Before the Company put. its prefiled rebuttal in the recor;d,

counsel for the KRG made an objection to the intr. oduction of the

testimony. The basis for the objection was that the t.estimony is

improper rebut. t.al testimony, and was being used to complete the

Company's case-in-chief. The KRG objected t.o rebutt. al testimony

relating to management fees, the second Thomas 6 Hutton study, and

the rebuttal testimony of Ellison.

12. The Company's records reflect, that after accounting and

pro forma adjustments to it. s operating revenues and expenses, its
net operating income is ($303,625). Company's Appli. cation, Exhibit

D. The Staff calculated the Company's net operat. ing income for

return, after accounting and pro forma adjustments to be

($133,969). Hear. ing Exh.ibit No. 15.
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13. The Company has applied for rates which will result in an

operating margin after int. crest of 7.07':, accordi. ng to the Company.

Company's applicat. ion, Exhibit D.

14. The Commission Staff calculated the operating margin,

after interest, to be 8.83'; under. the proposed rat. es and assumi. ng

Staff's adjustments. Hearing Exhibit No. 15.
CONCLUSIONS OF LAW

1. The Company is a water and sewer ut. ility providi. ng wat. er

and sewer service in its service area in Charleston County, Sout. h

Carolina. The Company's operations in South Carolina are subject

to the jurisdiction of the Commission pursuant to S.C. Code Ann.

558-5-10 et seq. (1976).
2. A fundamental principle of t.he ratemaking process is the

est.ablishment of an historical test year. as the basi. s for

calculating a utili. ty's rate base and, consequently, the validity

of the utility's requested rate increase. While the Commission

considers a utility's proposed rate increase based upon occurrences

within the test year, the Commissi. on will also consider adjustments

for any known and measurable out-of-test year changes in expenses,

revenues, and investments, and will also consider adjustments for

any unusual situations which occurred in the test year. See,

Parker v. South Carolina Public Service Commission, 280 S.C. 310,

313 S.E. 2d 290 (1984), citi. ng City of Pittsburg v. Pennsylvania

Public Utility Commission, 187 P.A. Super. 341, 144 A. 2d 648

(1958); Southern Bell v. The Public Service Commission, 270 S.C.

590, 244 S.E. 2d 278 {1978).
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3. The Company chose the test year ending December 31, 1991.

The Commission Staff and the other parti. es used the same test year

in calculating their adjustment. s. The Commission is of the opinion

that the test year ending December 31, 1991, i. s appropriate based

upon the information available to the Commission.

4. The Commission concludes that the Staff's adjustments to

the Company's operating revenues are appropr. iate. The Staff's
adjustment. s recognize the changes in billing and consumption data,

the reclassification of tap fees, and the elimination of int. crest

income and other miscellaneous amounts. Accordingly, the Commission

finds that the appropriate level of revenues for' the Company for

the test year under the present rat. es and after accounting and pro

forma adjustments is $1,920, 374.

5. The Commission also concludes that the Staff's
adjustments to the Company's operati. ng expenses are appropriate

wi. th the following except. ions. The Commission makes this

conclusion based on the following legal principles and reasoning:

(A) Asset, Transfer

The Company and the Commission Staff agree that all of the

assets evaluated by the Thomas a Hutton study should be transferred

to the utility in the amount of &1, 750, 000. However, the KRG

brought t.o the Commission's attention that a substant. ial portion of

that. amount could not. be adequately identified. Nhile the

Commisi. son does not agree with the KRG that these assets vere

"phantom assets, " the Commissi. on is of the opinion that for

ratemaking purposes, these assets were not identifiable as to
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whether or not they had been previously donated to the utility
company by the predessor parent, or whether or not they still
existed on the parent company's books. It .is uncontradicted in the

record that the assets existed and were known from an engi. neering

and an accounting standpoint. However, the Commission is of the

opini, on that the utility company's rat. epayers should not be

responsible for paying for assets that cannot be properly

identified on either Company's books. Therefore, the amount of

9891,660 which was identified by the Thomas a Hutton study as

"unidentifiable, " wi. ll not be allowed i. n the Company's rat. e base

for ratemakinq purposes. Therefore, only $858, 340 wi. ll be placed

into plant. in service by the Company and $891,660 will be

eliminated.

Accordingly, depreciation and accumulated depreciation are

affected by this adjustment. Depreciat. ion expenses wi. l.l decrease by

$19,617 and accumulated depreciation will decrease by a like

amount. As a result of the elimination of. the uni. dentified assets

from the Company's rate base, interest expense is reduced by

929, 655. This is caused by Staff's interest synchronization

adjustment. Staff has allocated income for return to long term debt

and common equi. ty as depicted in Hearing Exhibit No. 15, Accounting

Exhibit A-4, Return on Common Equity. The result of this

allocation is to synchronize interest expense to the Company's

investment in plant.
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(B) Rat. e Case Expenses

The Company provided i. nformation during the hearing which

updated its rate case expenses for this proceeding. The Commission

concludes that the submitta. l of. t.he Company is appropriate and will

thereby amortize the total rate case expenses over a three-year

perj od

(C) Nanagement Fees

The Commission has considered Hearing Exhibit No. 8 submitted

by the Company during the proceed. ing in which the Company attempted

to allocate the overhead and cost of the services provided by the

employees of the parent company to the utility. However, this

information was not made available to the Commission Staff when it
conducted its audit, was not supported by time sheets of the KRA

employees, nor was this information submitted in time for t.he

Commission Staff to conduct an audit. The evidence supports the

Commission Staff's adjustment to the Company's management fees;

therefore, the Commissi. on adopts the Staff's adjustment. In the

future, if the Company wishes to present. similar informat. ion

concerning the allocation of such costs to the utility company,

time sheets and appropri. at. e records should be maintained and

ava 1 lable f0 L inspec'ti on.

(D) Da. ta Processing Upgrade

The Company's original adjustment for Equipment Rent. al was

$2, 832 for the purpose of a computer lease upgrade in 1992, plus

the additional cost for existing equipment lease agreements. Staff

did not accept the original adjustment due to the lack of proper
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authorization (no signed contract or agreement). The Company

provided additional information at. the hearing in support. of the

data processing upgrade. The total for the Company's proposed new

adjustment was $31,476, a drastic incr. ease f. rom the original

proposal. The Commi. ssion believes the large variation f. rom the

original adjustment necessi. tates an analysi. s be made to determine

the reasonableness for. ' such adjustment. Since the information was

presented at the hearing, Staff did not have ample time to do such

analysis and therefore the Commission rejects the adjustment.

(E) Ocean Course Drive Extension

The Company took issue with the Commission Staff's pr. oposal

which elimi. nat. ed the total cost. of the extension, but allowed the

Company to recover the cost of the extension over t. ime as the area

builds out. . The Company noted and point. ed out to the Commission

that in its 1985 rate case, the Commission approved the Governor' s

Drive extension on the basis that it was done to serve the future

needs of the customers and would be .i. n place t. o render service as

those future customers desired it.
Since the 1985 rate case, the Commission has considered other

extensions and additional plant facilities of its jurisdictional

uti. lity companies. The Commission has heard arguments in the past

concerning excess capacity, and facilities that were not used and

useful and is persuaded that in this instance, the proposal of the2

2. See, Application of TCU, Inc. for an increase in water and
sewer rates and charges, Docket No. 90-287-W/S, Order No. 91-361,
issued Nay 17, 1991, p. 22.
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Commission Staff is a reasonable balance between the interests of

the utility, it. s shareholders, and the ratepayers. While the

Company will be allowed to recover. its costs of the Ocean Course

Drive extension, it will be done in such a manner which coi.ncides

with the growth of the system a. s the area builds out. In this

manner, the Company will recover i. ts costs over ti. me and the

ratepayers would only pay depreciation and interest on that portion

of the plant that would be necessary for service at that poi. nt in

time. Addit. ionally, the Commission Staff's proposal recognizes the

Company may have future growth during the intervening period

between rate cases and adequat. ely recognizes that phenomenon.

Additionally, should the Company experience faster growth in the

future, then the calculation of the r. ecovery could be adjusted to

recogni. ze that growth in subsequent. rate cases.

(F} Availability Fees

The Commission concludes that. the Consumer. Advocat. e's proposal

to recognize Availability Fees as revenues is inappropri. ate for

this situation. The developer, KRA, bil. ls and collects the

availability fees which are now known as "building incentive" fees.

The developer is responsible for. building the distribution system

for the water and sewer facilities and arguably uses those dollars

towards that end. That. di. stributi. on system is then turned over to

the utility company. The Commi. ssi. on does not see in this case that

the availabili. ty fees are any kind of revenue stream to the

utility, rather, the availability fees are appropriately r. ecognized

as a contribution in aid of construction and rate base is reduced
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this situation. The developer, KRA, bills and collects the

availability fees which are now known as "building incentive" fees.

The developer is responsible for building the distribution system

for the water and sewer facilities and arguably uses those dollars

towards that end. That distribution system is then turned over to

the utility company. The Commission does not see in this case that

the availability fees are any kind of revenue stream to the

utility, rather, the availability fees are appropriately recognized

as a contribution in aid of construction and rate base is reduced
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accordingly. The Commi ssi on. f inds that. the Commission Staf f ' s

adjustment in this regard is appropriat. e.
(G) Relationship of Utility to Parent

The KRG presented several situations in whic. h they questioned

the relationship of the ut. ility and its parent company, KRA, L. P.

The Commi. ssi. on concludes that the utility adequately rebutt. ed the

allegations that ratepayers would be adversely affected by any of

the activities of the parent and the utility. The Commissi. on has

denied the increase in management fees, and is satisfied wi. t.h the

explanations given by witnesses Clarkson, Bohannon and Elli. son as

to t, he syst. em of checks on t.he propri. ety of dealings between the

utility company, its parent company, and any related companies. Xt

is the Commission's concern that the ratepayer's ar. e not negat. ively

impacted by the relationship between t.he parent and the utility.
All of the evidence presented at. the Commissi. on tends to support

this policy. The Commission finds and concludes that the financial

advisory fees paid by the utility to the parent company for its
assistance i. n obtaini. ng certain loans for t.he utility are support. ed

by the record and should be approved for rat. emaking purposes

herein. The Commission also concrludes that the Company benefi. t.ed

from the study conducted by Thomas 6 Hutton and should

appropriately bear the expense of the study. The ut. ility was able

to identify its assets used in its operations and obta. in title to

them.
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accordingly. The Commission finds that the Commission Staff's

adjustment in this regard is appropriate.

(G) Relationship of Utility to Parent

The KRG presented several situations in which they questioned

the relationship of the utility and its parent company, KRA, L.P.

The Commission concludes that the utility adequately rebutted the

allegations that ratepayers would be adversely affected by any of

the activities of the parent and the utility. The Commission has

denied the inc[ease in management fees, and is satisfied with the

explanations given by witnesses Clarkson, Bohannon and Ellison as

to the system of checks on the propriety of dealings between the

utility company, its parent company, and any related companies. It

is the Commission's concern that the ratepayer's are not negatively

impacted by the relationship between the parent and the utility.

All of the evidence presented at. the Commission tends to support

this policy. The Commission finds and concludes that the financial

advisory fees paid by the utility to the parent company for its

assistance in obtaining certain loans for the utility are supported

by the record and should be approved for ratemaking purposes

herein. The Commission also concludes that the Company benefited

from the study conducted by Thomas & Hutton and should

appropriately bear the expense of the study. The utility was able

to identify its assets used in its operations and obtain title to

them.
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(H) Notion by KRG

While the KRG stated that the Company's rebuttal testimony

concerning the management fee was mainly an at. tempt to "bootstrap"

its direct testi. mony and not submitt. ed i. n response t.o any

intervenors or staff testimony, the Commi. ssion disagrees. It
appears to the Commissi. on that the Company rebut. ted the Commission

Staff's position. The objerti. on of the KRG to the management fee

rebuttal testimony is overruled. In any event, based upon the

Commission's adopt. ion of Staff's adjustment, the issue is moot. As

to the Thomas a Hutton study, KRG admit. ted that it had raised the

issue of the asset transfer. KRG argues, however, that since

neither KRG nor the Staff had an opportunity to review the second

study, it would be unfair to allow the testimony. Again, the

Commission disagrees. Retut. t.al test. imony i. s not normally required

to be prefiled, but in this case, it was. The KRG had the

testimony is advance of the hearing and did not attempt any

disrovery. Noreover, it appears that. the testimony submitted

directly relat. es to the .issues raised by the KRG and is appropriate

rebuttal. KRG's objection is overruled. As to Arnold Ellison's

testimony, the Commission is nf the opinion that. relates to the

issues raised by the KRG of relationship of the utility to the

parent and is appr'opriat. e rebuttal. The KRG's object. ion is
overruled.

DOCKETNO. 92-192-W/S - ORDERNO. 92-1030
DECEMBER15, 1992
PAGE 30

(H) Motion by KRG

While the KRG stated that the Company's rebuttal testimony

concerning the management fee was mainly an attempt to "bootstrap"

its direct testimony and not submitted in response to any

intervenors or staff testimony, the Commission disagrees. It

appears to the Commission that the Company rebutted the Commission

Staff's position. The objection of the KRG to the management fee

rebuttal testimony is overruled. In any event, based upon the

Commission's adoption of Staff's adjustment, the issue is moot. As

to the Thomas & Hutton study, KRG admitted that it had raised the

issue of the asset transfer. KRG argues, however, that since

neither KRG nor the Staff had an opporTtunity to review the second

study, it would be unfair to allow the testimony. Again, the

Commission disagrees. Retuttal testimony is not normally required

to be prefiled, but in this case, it was. The KRG had the

testimony is advance of the hearing and did not attempt any

discovery. Moreover, it appears that the testimony submitted

directly relates to the issues raised by the KRG and is appropriate

rebuttal. KRG's objection is overruled. As to Arnold Ellison's

testimony, the Commission is of the opinion that relates to the

issues raised by the KRG of relationship of the utility to the

parent and is appropriate rebuttal. The KRG's objection is

overruled.
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(I) Other Adjustments

The Commission concludes that since there were no objecti. ons

to the other adjustments proposed by the Commission Staff. , that

these adjustment. s, as suppor. ted by t.he recor. d, are appropriate for'

ratemaking purposes. All other adjustments proposed by the parties

not specifically addressed herein have been considered by the

Commission and have been denied.

5. Accordingly, the Commi. ssir&n concludes that. the Company's

appr. opriate operating expenses for. the test year, after pro for. ma

and accounting adjustments is $1, 733, 625.

6. The Company's appropriate total income for return for the

test year. , after accounting and pro forma adjustments is

$186, 749. Based upon the above determi. nations concerni. ng the

accounting and pro forma adjustments to the Company's revenues and

expenses, the Commission concludes that the total income for return

ls as follows

TABLE A
TOTAL INCONE FOR RETURN

Operating Revenues
Operating Expenses
Net Operating Income
Customer Growth
Total Income for Return

$1,920, 374
1,733, 625

186, 749
2, 801

7. Under, the guidelines established in the decisions of

Bluefield Water Works and Improvement Co. v. Public Service

Commission of West Virginia, 262 U. S. 679 (1923), and Federal Power

Commission v. Hope Natural Gas Co. , 320 U. S. 591 {1944), this
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(I) Other Adjustments

The Commission concludes that since there were no objections

to the other adjustments proposed by the Commission Staff, that

these adjustments, as supported by the record, are appropriate for

ratemaking purposes. All other adjustments proposed by the parties

not specifically addressed herein have been considered by the

Commission and have been denied.

5. Accordingly, the Commission concludes that. the Company's

appropriate operating expenses for the test year, after pro forma

and accounting adjustments is $1,733,625.

6. The Company's appropriate total income fox return fox the

test year, after accounting and pro forma adjustments is

$186,749. Based upon the above determinations concerning the

accounting and pro forma adjustments to the Company's revenues and

expenses, the Commission concludes that the total income for return

is as follows:

TABLE A

TOTAL INCOME FOR RETURN

Operating Revenues

Operating Expenses

Net Operating Income

Customer Growth

Total Income fox Return

$1,920,374

1,733,625

186,749

2,801

$ 189,550

7. Under the guidelines established in the decisions of

Bluefield Water Works and Improvement Co. v. Public Service

Commission of West Virginia, 262 U.S. 679 (1923), and Federal Power

Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944), this
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Commission does not ensure through regulation that a utility will

produce net revenues. As the United States Supreme Court not, ed in

Hope, a utility "has no constitutional rights to profits such as

are realized or anticipated in highly profitable enterpr. ises or

speculative ventures. " However, employing fair. and enlightened

judgment and giving consider. ation to all relevant facts, the

Commission should establish rates which will produce revenues

"sufficient t.o assure confidence in the f.inancial soundness of the

utility and . . . that are adequate under efficient and economical

management, to maintain and support its credi. t and enable it to

raise the money necessary for the proper discharge of its public

duties. " Bluefield, supra, at 692-693.

8. There is no statutory authori. ty prescribing the method

which this Commission must utilize to determine the lawfulness of

the rates of a public utility. For a water. and sewer utility whose

rate base has been substantially reduced by customer donations, tap

fees, contributions in aid of construction, and book value in

excess of investment, the Commission may decide to use the

"operat. ing ratio" and/'or "operating margin" method for determi. ning

just and reasonable rates. The operating ratio is the percentage

obtained by dividing total oper. ating expenses by operating

revenues; the operating margi. n is determi. ned by dividing the net.

operating income for return by the tot. al operating revenues of the

utility. This method was recognized as an acceptable guide for

ratemaking purposes in Patton v. South Carolina Public Ser'vice

Commission, 280 S.C. 288, 312 S.E.2d 257 (1984).
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Commission does not ensure through regulation that a utility will

produce net revenues. As the United States Supreme Court noted in

Hope, a utility "has no constitutional rights to profits such as

are realized or: anticipated in highly profitable enterprises or

speculative ventures." However, employing fair and enlightened

judgment and giving consideration to all relevant facts, the

Commission should establish rates which will produce revenues

"sufficient to assure confidence in the financial soundness of the

utility and that are adequate under efficient and economical

management, to maintain and support its credit and enable it to

raise the money necessary for the proper discharge of its public

duties." Bluefield, supra, at 692-693.

8. There is no statutory authority prescribing the method

which this Commission must utilize to determine the lawfulness of

the rates of a public utility. For a water and sewer utility whose

rate base has been substantially reduced by customer donations, tap

fees, contributions in aid of construction, and book value in

excess of investment, the Commission may decide to use the

"operating ratio" and/or "operating margin" method for determining

just and reasonable rates. The operating ratio is the percentage

obtained by dividing total operating expenses by operating

revenues; the operating margin is determined by dividing the net

operating income for return by the total operating revenues of the

utility. This method was recognized as an acceptable guide for

ratemaking purposes in Patton v. South Carolina Public Service

Commission, 280 S.C. 288, 312 S.E.2d 257 (1984).
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The Commission concludes that use of the oper'ating margin is

appropriate in this case. Based on the Company's gross revenues

for the test year, after accounting and pro forma adjustments under.

the present. ly approved schedules, the Company's operating expenses

for the test year after accounting and pro forma adjustments, and

customer growth, the Company's present oper. at. ing margin is as

follows

TABLE B
OPERATING NARGIN

BEFORE RATE INCREASE

Operating Revenues
Oper. at. ing Expenses
Net Operating Income
Customer Growth
Total Income for Retur. n
Operating Nargin (After Interest)

$1,920, 374
1,733, 625

186, 749
2, 801

189 550
(3.09':)

9. The Commission is mindful of the standards delineated in

the Bluefield decision and of the need to balance the respective

interests of the Company and of the consumer. It is i. ncumbent upon

this Commission t.o consi. der not only the revenue requirements of

the Company but also the proposed price for the water and sewer

service, the quality of the water and sewer. service, and the effect
of the proposed rates upon the consumer. See, Seabrook Island

Proper. ty Owners Ass. v. S.C. Public Service Commission, Op. No.

23351 (Filed Feb. 25, 1991); S.C. Code Ann. $58-5-290 (1976).
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The Commission concludes that use of the operating margin is

appropriate in this case. Based on the Company's gross revenues

for the test year, after accounting and pro forma adjustments under

the presently approved schedules, the Company's operating expenses

for the test year after accounting and pro forma adjustments, and

customer growth, the Company's present operating margin is as

follows:

TABLE B

OPERATING MARGIN

BEFORE RATE INCREASE

Operating Revenues

Operating Expenses

Net Operating Income

Customer Growth

Total Income fox Return

Operating Margin (After Interest)

$1,920,374

1,733,625

186,749

2,801

$ 189,550

(3.09%)

9. The Commission is mindful of the standards delineated in

the Bluefield decision and of the need to balance the respective

interests of the Company and of the consumer. It is incumbent upon

this Commission to consider not only the revenue requirements of

the Company but also the proposed price fox the water and sewer

service, the quality of the water and sewer service, and the effect

of the proposed rates upon the consumer. See, Seabrook Island

Property Owners Ass. v. S.C. Public Service Commission, Op. No.

23351 (Filed Feb. 25, 1991); S.C. Code Ann. §58-5--290 (1976).
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10. The three fundamental criteria of a sound rate structure

have been characterized as follows:

(a) the revenue-requi. rement or financial-need
objective, which takes the form of a fair-return
standard with respect, to private ut, ili. ty companies;
(b) the fair-cost apporti. onment. objective which invokes
the principle that the bur. den of. meeting total revenue
requirements must be di. stributed fai. rly among the
beneficiaries of the service; and (c) the optimum-use or
consumer rati. oning under which the rates are designed to
discourage the wasteful use of. public utility services
while promoting all use that is
economically justifi. ed in view of the relationshi. ps
between costs incurred and benefits received.

Bonbright, Principles of Public Utility Rates
(1961), p. 292.

ll. The following Table shows the effect. s of the Company's

proposed rate schedule, aft. er accounting and pro forma adjustments

approved herein:

TABLE C

Oper. ating Revenues
Operat. ing Expenses
Net Operating Income

Add: Customer Growt. h
Total Income for Return
Operat. ing Nargin (after interest)

$2, 392, 758
1,892, 003

500, 755
7, 511

508 266
10.84'-o

.12. Based on the considerations enunciated in Bluefield and

Seabrook Island and on the fundamental crit. eria of a sound rate

structure as stated in Principles of Public Utility Rates, the

Commission determines t.hat the Company's proposal is unreasonable

but that the Company should have the opportunity to earn a 8.50':

operating mar. gin. In or'der t.o have a reasonable opportunity to

earn a 8.50': operating margin, the Company will need to pr. oduce
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10. The three fundamental criteria of a sound rate structure

have been characterized as follows:

... (a) the revenue-requirement or financial-need
objective, which takes the form of a fair-return
standard with respect to private utility companies;
(b) the fair-cost apportionment objective which invokes
the principle that the burden of meeting total revenue
requirements must be distributed fairly among the
beneficiaries of the service; and (c) the optimum-use or
consumer rationing under which the rates are designed to
discourage the wasteful use of public utility services
while promoting all use that is
economically justified in view of the relationships
between costs incurred and benefits received.

Bonbright, Principles of Public utility Rates

(1961), p.292.

ii. The following Table shows the effects of the Company's

proposed [ate schedule, after accounting and pro forma adjustments

approved herein:

TABLE C

Operating Revenues

Operating Expenses

Net Operating Income
Add: Customer Growth

Total Income foE Return

Operating Margin (after interest)

$2,392,758

1,892,003

500,755

7,511

$ 508,266
10.84%

12. Based on the considerations enunciated in Bluefield and

Seabrook Island and on the fundamental criteria of a sound rate

structure as stated in Principles of Public Utility Rates, the

Commission determines that the Company's proposal is unreasonable

but that the Company should have the opportunity to earn a 8.50%

operating margin. In ordeE to have a reasonable opportunity to

earn a 8.50% operating margin, the Company will need to produce
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$2, 281, 354 in annual operating revenues.

TABLE D

OPERATING NARGIN

AFTER RATE INCREASE

Operat. ing Revenues
Operating Expenses
Net Operating Income
Customer Growth
Total Income for Return
Operating Nargin

(Af ter Interest. l

$2, 281, 354
1,845, 158

436, 196
6, 543

8.50':

13. In fashioning rates t.o gi. ve the Company the required

amount. of operating revenues so that it will have the opportunity

to achieve a 8.50': operating margin, the Commission has carefully

considered the above-mentioned concerns. The rates designed herei. n

consider the quality of the service provided by the Company to its
customers and the need for the conti. nuance of the provision of

adequate service, as well as the i. mpact of the increase on those

customers receiving service and the need for conservation of water

resources.

14. The Commission recognizes the extensive capital

improvement. s that have been made and the increase in purchased

water costs. Further, the Commission recogni. zes the other

increased expenses exper, 'ienced by the Company and that under the

current, r. ates, the Company is experiencing a negat. .ive 3.09':

operating margin.

15. The Commission concludes that while an increase in rates

is necessary, t.he proposed increase is unreasonable and
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$2,281,354 in annual operating revenues.

TABLE D
OPERATINGMARGIN

AFTER RATE INCREASE

Operating Revenues
Operating Expenses
Net Operating Income
Customer Growth
Total Income for Return
Operating Margin

(After Interest)

$2,281.,354
1,845,158

436,196
6,543

$ 442,739

8.50%

13. In fashioning rates to give the Company the required

amount of operating revenues so that it will have the opportunity

to achieve a 8.50% operating margin, the Commission has carefully

considered the above-mentioned conce [_ns. The rates designed herein

consider the quality of the service provided by the Company to its

customers and the need for the continuance of the provision of

adequate service, as well as the impact of the increase on those

customers receiving service and the need for conservation of water

resources.

14. The Commission recognizes the extensive capital

improvements that have been made and the increase in purchased

water costs. Further, the Commission recognizes the other

increased expenses experienced by the Company and that under the

current rates, the Company is experiencing a negative 3.09%

operating margin.

15. The Commission concludes that while an increase in rates

is necessary, the proposed increase is unreasonable and
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inappropriate. Accordingly, the Commission will. design r. ates which

will decrease the proposed minimum monthly charge for r. esi. dential

water' service for customers with a 5/8 .inch meter from $20. 00 to

918.00. All other met. ered charges for residential water customers

wil. l remain as proposed by the Company. Also, the Company's water

commodity charge .is approved as proposed at $1.80 per 1,000 gallons

over 3, 000 gallons per month. The Company's pr. oposed r. esi. dential

sewer service charge is her'eby reduced from $24. 50 per. month to

$22. 00 per month. The Company's proposed commercial water service

charge for 5/8 inch meters will be reduced from 920. 00 per month to

$18.00 per month. All other proposed commercial water service

charges will be appr:oved as proposed. The Company's commercial

sewer service charges for a 5/8 ,inch meter will be 918.00 and a3.. 1

other commercial sewer service charges will be approved as

proposed. All charges for Hotel and Notel wat. er and sewer service

will be appr. oved as pr. oposed, with the exception of the tap fees,

which are denied on the basis of lack of just.ifi cati. on. The rates

will r'emain at $220/month. Irrigation water. charges will be

reduced for 5/8 inch meter customers to $18.00 per month, while all

other charges wi3 1 remain as proposed. All Fire Hydrant and Go3 f

Course Irrigation charges will. be appr. oved as proposed. As to the

proposed Specia3. . Billing adjustments, the Commission has determined

that they ar. e inappropriate. First, the automati. c pass through of

any price changes from St. John's Nater Company is i.nconsistent

wi th the requirement that the Commission not "allow rates or

tariffs to be put into effect without a hearing" such rates or
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inappropriate. Accordingly, the Commission will design rates which

will decrease the proposed minimum monthly charge fox residential

water service for customers with a 5/8 inch meter from $20.00 to

$18.00. All other metered charges fox residential water customers

will remain as proposed by the Company. Also, the Company's water

commodity charge is approved as proposed at $1.80 per 1,000 gallons
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sewer service charge is hereby reduced from $24.50 per month to

$22.00 per month. The Company's proposed commercial water service

charge for 5/8 inch meters will be reduced from $20.00 per month to

$18.00 per month. All other proposed commercial water service

charges will be approved as proposed. The Company's commercial

sewer service charges for a 5/8 inch meter will be $18.00 and all

other commercial sewer service charges will be approved as

proposed. All charges fox Hotel and Motel water and sewer service

will be approved as proposed, with the exception of the tap fees,

which are denied on the basis of lack of justification. The rates

will remain at $220/month. Irrigation water charges will be

reduced for 5/8 inch meter customers to $1.8.00 per month, while all

other charges will remain as proposed. All Fire Hydrant and Golf

Course Irrigation charges will be approved as proposed. As to the

proposed Special Billing adjustments, the Commission has determined

that they are inappropriate. First, the automatic pass through of

any price changes from St. John's Water Company is inconsistent

with the requirement that the Commission not "allow rates or

tariffs to be put into effect without a hearing" such rates oK
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tariffs result in a rat. e increase to the public utility. Section

58-5-240(G). Secondly, the special bi.lling adjustment dealing with

assessments by a governmental or regulatory agency is purely a

hypothetical situation. Until there i. s indeed such an assessment

or at least the threat of one, the Commission will not, consider

such a proposal.

16. Based on the above considerations and reasoning, the

Commission hereby approves the rates and charges as stated in this

Order and attached hereto as Appendix A as being just and

reasonable. The rates and charges appr. oved are designed in such a

manner in which to produce and distribute the necessary revenues to

provide the Company the opportunity t.o earn the approved oper:ating

margin.

18. Accordingly, it is ordered that. the rates and char. ges

at. tached on Appendix A are approved for. service rendered on or

after the date of this Order. The rate schedule is hereby deemed

to be filed with the Commission pursuant to S.C. Code Ann.

558-5-240 (1976), as amended.

19. Xt is ordered that should the approved schedule not be

placed into effect. unt. il three (3) months after the effective date

of this Order, the approved schedule shall not be charged without

written permission of the Commission. It is further ordered that.

the Company maintai. n its books and records for water and sewer

operations in accordance with the NARUC Uniform System of Accounts

for Class A and B water and sewer. utilities, as adopted by this

Commission.
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tariffs result in a rate increase to the public utility. Section

58-5-240(G). Secondly, the special billing adjustment dealing with

assessments by a governmental or regulatory agency is purely a

hypothetical situation. Until there is indeed such an assessment

or at least the threat of one, the Commission will not consider

such a proposal.

16. Based on the above considerations and reasoning, the

Commission hereby approves the rates and charges as stated in this

Order and attached hereto as Appendix A as being just and

reasonable. The rates and charges approved are designed in such a

manner in which to produce and distribute the necessary revenues to

provide the Company the opportunity to earn the approved operating

margin.

18. Accordingly, it is ordered that the rates and charges

attached on Appendix A are approved fox service rendered on or

after the date of this Order. The Kate schedule is hereby deemed

to be filed with the Commission pursuant to S.C. Code Ann.

§58-5-240 (1976), as amended.

19. It is ordered that should the approved schedule not be

placed into effect until three (3) months after the effective date

of this Order, the approved schedule sha].1 not be charged without

written permission of the Commission. It is further ordered that

the Company maintain its books and records fox water and sewer

operations in accordance with the NARUC Uniform System of Accounts

fox Class A and B water and sewer utilities, as adopted by this

Commission.
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20. That this Order shall remain in full force and effect
until fur. ther Order of the Commissi. on.

BY ORDER OF THE CONNISSION:

air n

ATTEST:

Ii'e"-'~i'rgExecutive Di. rector

(SEAL)
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20. That this Orde[ _ shall, remain in full force and effect

until further Order of the Commission.

BY ORDER OF THE COMMISSION:

ATTEST:

_e_i1_Executive Director

(SEAL)



APPENDIX A

KIAWAH I S LAND UTI LITY s INC
31 SORA TRAIL RD.

JOHNS ISLAND, S. C. 29455
(803) 768-0641

FILED PURSUANT TO DOCKET NO. 92-192-W/S- ORDER NO. 92-1030
EFFECTIVE DATE: DECEMBER 15, 1992

SCHEDULE OF RATES AND CHARGES:

RATE SCHEDULE NO. 1

RESIDENTIAL SERVICE

AVAILABILITY -- Avai. labl. e withi. n the Company's certificated service
area.

APPLICABILITY -- Applicable to any resident. ial customer for any
purpose.

CHARACTER OF SERVICE -- Water and sewer service.

CHARGES

monthl~ Cons~urntion

Water Service ~harcee

Water Rate

Minimum Bill 0-3000 Gal/mo.
5/8" meter
3/4" meter.
1" meter
1 1/2" meter
2" meter
3" meter

18.00/mo.
30.00/mo.
50.00/mo.

$100.00/mo.
9160.00/mo.
$350.00/mo.

Minimum Water Service Charge for meters larger than 3" shall be:

maximum recommended meter ca~meit
2Q gpm

B. Consumpt. ion Charge
All over 3QQQ gals. /mo.

( m) X $18.00 ~er mo.

$1.80/1000 gals.

APPENDIX A

KIAWAH ISLAND UTILITY, INC.

31 SORA TRAIL RD.

JOHNS ISLAND, S. C. 29455

(803) 768--0641

FILED PURSUANT TO DOCKET NO. 92-192-W/S- ORDER NO. 92-1030

EFFECTIVE DATE: DECEMBER 15, 1992

SCHEDULE OF RATES AND CHARGES:

RATE SCHEDULE NO. 1

RESIDENTIAL SERVICE

AVAILABILITY -- Available within the Company's certificated service

area.

APPLICABILITY -- Applicable to any residential customer for any

purpose•

CHARACTER OF SERVICE -- Water and sewer service.

CHARGES --

A•

Water Service Charge

Monthl_ Consumption

Minimum Bill 0-3000 Gal/mo.

5/8" meter

3/4" meter

i" meter

1 1/2" meter
2" meter

3" meter

Water Rate

$ 18.00/mo.

$ 30.00/mo.

$ 50.00/mo.

$100.00/mo.

$160.00/mo.

$350.00/mo.

Minimum Water Service Charge for meters larger than 3" shall be:

Maximum recommended meter capacity (gpm) X $18.00 per mo.

20 gpm

S • Consumption Charge

All over 3000 gals./mo. $1•80/1000 gals.
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Sewer Service C~har e

A flat rate of $22. 00/mo.

TAP FEES -- Water tap-in fee
Sewer tap-in fee

$500. 00
$500. 00

The tap-in fee provides for installation of the normal size residential
meter of 5/8" by 3/4". Where the customer requests a larger meter,
Company will apply the tap-in fee schedule for larger meters as listed
in the Commercial Service Schedule No. 2.

RATE SCHEDULE NO. 2

COMMERCIAL SERVICE

AVAILABILITY -- Available within the Company's certificated service
area.

APPLICABILITY -- Available to any Commercial or Master Metered
Residential Customer for any purpose except Hotel or Motel use (see
Rate Schedule No. 3).

WATER SERVICE CHARGES

Basic Facili, ties Charge
5/8" meter
3/4" meter
1" meter
1 1/2" meter
2" meter
3 meter

$ 18.00/mo.
30.00/mo.

$ 50.00/mo.
$100.00/mo.
$160.00/mo.
$350.00/mo.

Basic Facilities Charge for water service with meters larger than
3" shall be:

maximum recommended meter cap~grit ~(m) X e18 ~00 er mo.
20 gpm

B. Consumption Charge

SEWER SERVICE CHARGES

$1.80/1000 gal.
for all consumption

Basic Facilities Charge
5/8" meter
3/4" meter
1" meter
1 1/2" meter
2" meter

mac tra wma& \ ~ 'V a

1,8.00/mo.
27. 75/mo.
46. 25/mo.

$ 92. 50/mo.
$148.00/mo.
0'l20 7z /mn&2 & I M/ all& ~
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Sewe_ Service Charg£

A flat rate of $22.00/mo.

TAP FEES -- Water tap-in fee

Sewer tap-in fee

$500.OO
$5O0.OO

The tap-in fee provides for installation of the normal size residential

meter of 5/8" by 3/4". Where the customer requests a larger meter,

Company will apply the tap-in fee schedule for larger meters as listed
in the Commercial Service Schedule No. 2.

RATE SCHEDULE NO. 2

COMMERCIAL SERVICE

AVAILABILITY .... Available within the Company's certificated service

area.

APPLICABILITY -- Available to any Commercial or Master Metered

Residential Customer for any purpose except Hotel or Motel use (see

Rate Schedule No. 3).

WATER SERVICE CHARGES

A. Basic Facilities Charge

5/8" meter

3/4" meter

i" meter

1 1/2" meter

2" meter

3" meter

$ 18.00/mo.

$ 30.00/mo.

$ 50.00/mo.

$100.00/mo.

$160.00/mo.

$350.00/mo.

Basic Facilities Charge for water service with meters larger than

3" shall be:

S.

Maximum recommended meter capacity (gpm) X $18.00 per mo.

20 gpm

Consumption Charge $1.80/1000 gal.

for all consumption

SEWER SERVICE CHARGES

A. Basic Facilities Charge

5/8" meter

3/4" meter
i" meter

1 1/2" meter

2" meter

3" meter

$ 18.00/mo.

$ 27.75/mo.

$ 46.25/mo.

$ 92.50/mo.

$148.00/mo.

$323 7 _/m_
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Basic Facilities Charge for sewer service where water service is
through meters larger than 3" in size shall be:

B. Consumpti. on Charge

20 gpm

$1.80/1000 gal, .
for all consumption

TAP FEES

3/4" meter
1" meter
1 1/2" meter
2 ll meter
3" meter

Water~Ta -in
500. 00
750. 00

$1,250. 00
$2, 500. 00
$4, 000. 00
$8, 750.00

Fee Sewer ~Ta -in Fee
500. 00
750. 00

$1,250. 00
$2, 500. 00
$4, 000. 00
$8, 750. 00

Water Tap-in Fee and Sewer Tap-in Fee for water and sewer service
where the water meter is larger than 3" in size shall be:

maximum recommended meter c~aacity I~m) x $500.00
20 gpm

RATE SCHEDULE NO. 3

HOTEL AND MOTEL SERVICE

AVAILABILITY -- Available within the Company's certificated service
area.

APPLICABILITY -- Applicable to all hotel and motel customers for any

pur'poseur

Basic Facilities Charge
All consumption

Water Service Charse

$8.00/mo/room
91.80/1000 gal.

Basic Facilities Charge
All consumption

Water Tap-i. n Fee
Sewer Tap-in Fee

Sewer Service Charge

~Ta -in-Fees

$7.50/mo/room
$1.80/1000 gal.

$220/room
$220/room
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S •

Basic Facilities Charge for sewer service where water service is

through meters larger than 3" in size shall be:

Maximum recommended meter capacity (@p_m) X $18.00 per mo t

20 gpm

Consumption Charge $1.80/1000 gal.

for all consumption

TAP FEES

Tap-in Fees Water Ta_-in Fee
5/8" meter $ 500.00

3/4" meter $ 750.00

I" meter $1,250.00

1 1/2" meter $2,500.00

2" meter $4,000.00

3" meter $8,750.00

Sewer Tap-in Fee

$ 500.00

$ 750.00

$1,250.00

$2,500.00
$4,000.00

$8,750.00

Water Tap-in Fee and Sewer Tap-in Fee for water and sewer service

where the water meter is larger than 3" in size shall be:

Maximum recommended meter capacit_y(gpm) X $500.00

20 gpm

RATE SCHEDULE NO. 3

HOTEL AND MOTEL SERVICE

AVAILABILITY -- Available within the Company's certificated service

area.

APPLICABILITY -- Applicable to all hotel and motel customers for any

purpose.

Basic Facilities Charge

All consumption

Basic Facilities Charge

All consumption

Water Tap-in Fee

Sewer Tap-in Fee

Water Service Charge

Sewer Service Charge

Tap-in-Fees

$8.00/mo/room

$1.80/1000 gal.

$7.50/mo/room

$1.80/1000 gal.

$220/room

$220/room
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RATE SCHEDULE NO. 4

IRRIGATION SERVICE

AVAILABILITY -- Available within the Company's certificated service
area. The Company reserves the right to limit or reduce the amount of
irrigation service available when, in its sole judgment, its water
system conditions require such restrictions.

APPLICABILITY -- Applicable only to customers who anticipate
substantial potable water use which will not be returned to the
company's wastewater treatment system such as irrigation. Such water
consumption shall be metered separately from any water use supplied
under other rat, e schedules.

CHARGES

WATER SERVICE CHARGES

Basic Facilities Charge
5/'8" meter.
3/'4" meter
1" meter
1 1/2" meter
2" meter
3" meter

18.00/mo.
30.00/mo.
50.00/'mo.

$100.00/mo.
$160.00/mo.
$350.00/mo.

Basic Facilities Charge for ~ater service with meters larger than
3" shall be:

p
20 gpm

Naximum recommended meter ca acit~ (~m) X $18.00 per mo.

B. Consumpt. ion Charge $2. 05/1000 gal.
for all consumption

TAP FEES

5/'8 "
3/4"
1 ll

1 1/2"
2 tl

3 II

meter
meter
me te r.

meter
meter
meter

500. 00
750.00

$1,250. 00
82, 500. 00
$4, 000. 00
88, 750.00

Water. Tap-in Fee where the water meter is larger than 3" in size
shall be:

Maximum recommended meter ca acit ( m) X 9500.00
&A
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RATE SCHEDULE NO. 4

IRRIGATION SERVICE

AVAILABILITY -- Available within the Company's certificated service

area. The Company reserves the right to limit or reduce the amount of

irrigation service available when, in its sole judgment, its water

system conditions require such restrictions.

APPLICABILITY -- Applicable only to customers who anticipate

substantial potable water use which will not be returned to the

company's wastewater treatment system such as irrigation. Such water

consumption shall be metered separately from any water use supplied

under other rate schedules.

CHARGES ....

WATER SERVICE CHARGES

A. Basic Facilities Charge

5/8" meter

3/4" meter

i" meter

1 1/2" meter
2" meter

3" meter

$ 18.00/mo.

$ 30.00/mo.

$ 50.00/mo.

$I00.00/mo.

$160.00/mo.

$350.00/mo.

Basic Facilities Charge for water service with meters larger than
3" shall be:

Maximum recommended meter capaci_t_y__(gpm) X $18.00 per mo.

20 gpm

S. Consumption Charge $2.05/].000 gal.

for all consumption

TAP FEES

5/8" meter $ 500.00

3/4" meter $ 750.00

I" meter $1,250.00

1 1/2" meter $2,500.00

2" meter $4,000.00

3" mete[ $8,750.00

Water Tap-in Fee where the water meter is larger than 3" in size

shall be:

Maximum recommended meter capacity. (gpm) X $500.00

20 gpm
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RATE SCHEDULE NO. 5

FIRE HYDRANT SERVICE

AVAILABILITY -- Available within the Company's certificated service
area.

APPLICABILITY -- Applicable to fire hydrants connected to the water
mains of the Company.

CHARGES
~75.00 per hydrant per year payable semiannually i. n advance for fire
fighting service. When temporary water service from a hydrant is
requested by a contractor or others a meter will be installed and the
charge will be:

$8. 00 for each day of use PLUS $2. 05/1000 gals. for ALL water used.

RATE SCHEDULE NO. 6

GOLF COURSE IRRIGATION

AVAILABILITY -- Available within the Company's certificated service
area.

APPLICABILITY -- Applicable for golf course irrigation where the
customer agrees to take as a minimum quantity the treated effluent from
the wastewater treatment plant.

CHARGES

A. Water, the source of which is the effluent from the sewerage
collection system and which has been processed through the
wastewater treatment plant, will be billed at the rate of:
Basic Facilities Charge
Consumption

$164.00/mo.
.35/1000 gal.

B. The deep wel.l water will be billed at the rate of:
Basic Facilities Charge
Consumption

Potable water will be billed at the rate of:

$164.00/mo.
.95/1000 gal.

Basic Facilities Charge
Consumption

$164.00/mo.
2. 05/1000 gal.
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RATE SCHEDULE NO. 5

FIRE HYDRANT SERVICE

AVAILABILITY -- Available within the Company's certificated service

area.

APPLICABILITY-- Applicable to fire hydrants connected to the water

mains of the Company.

CHARGES

$75.00 per hydrant per year payable semiannually in advance for fire

fighting service. When temporary water service from a hydrant is

requested by a contractor or others a meter will be installed and the

charge will be:

$8.00 for each day of use PLUS $2.05/1000 gals. for ALL water used.

RATE SCHEDULE NO. 6

GOLF COURSE IRRIGATION

AVAILABILITY -- Available within the Company's certificated service

area.

APPLICABILITY -- Applicable for golf course irrigation where the

customer agrees to take as a minimum quantity the treated effluent from

the wastewater treatment plant.

CHARGES ....

A. Water, the source of which is the effluent from the sewerage

collection system and which has been processed through the

wastewater treatment plant, will be billed at the rate of:

Basic Facilities Charge

Consumption

$164.00/mo.

$ .35/1000 gal.

B. The deep well water will be billed at the rate of:

Basic Facilities Charge

Consumption

$164.00/mo.

$ .95/1000 gal.

C. Potable water will be billed at the rate of:

Basic Facilities Charge

Consumption

$164.00/mo.

$ 2.05/1000 gal.
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CHARGES FOR SERVICE DISCONTINUANCE, RECONNECTION
AND OTHER MISCELLANEOUS SERVICE CHARGES

CHARGES

When a customer requests temporary discont. inuance of service for
the apparent purpose of eliminating the minimum bill, during such
cut-off period the Company may make a charge equivalent to a three
months minimum bill for both water and sewer servi. ce and r'equire
payment. of such charge before service is restored.

2. Temporary discontinuance of service for such purposes as
maintenance or construction wi. ll be made and the Company may
charge the customer the actual cost plus 25%.

Whenever service i. s disconnected for viol. ation of rules and
regulations, nonpayment of bills or fraudulent use of service, the
Company may make a charge of 925. 00 for water and $100.00 for
sewer before service is restored.

Whenever service has been disconnected for reasons other than set
forth in (3) above, and the Company is required to reconnect
service to a unit that has had the service disconnected, the
Company sha1. 1, have the right t. o char, ge a $25. 00 reconnection fee
for restoration of service after 4:30 p. m. Monday through Friday
or Saturday and Sunday.

Delinquent Notification Fee — 95.00. A fee of 95.00 shall be
charged each customer to whom the Company mails a notice of
discontinuance of service as required by the Commission Rules
prior to service being discontinued. This fee assesses a portion
of the clerical and mailing costs of such notices to the customers
creating that cost.

6. Customer Account. Charge — $25. 00. One-time fee charged to each
new account to defray costs of init. iating service.

DOCKETNO. 92-192-W/S - ORDERNO. 92-1030
DECEMBER15, 1992
APPENDIX A
PAGE SIX

CHARGES FOR SERVICE DISCONTINUANCE, RECONNECTION

AND OTHER MISCELLANEOUS SERVICE CHARGES

CHARGES

. When a customer requests temporary discontinuance of service for

the apparent purpose of eliminating the minimum bill, during such

cut-off period the Company may make a charge equivalent to a three

months minimum bill for both water and sewer service and require

payment of such charge before service is restored.

. Temporary discontinuance of service for such purposes as

maintenance or construction will be made and the Company may

charge the customer the actual cost plus 25%.

, Whenever service is disconnected for violation of rules and

regulations, nonpayment of bills or fraudulent use of service, the

Company may make a charge of $25.00 for water and $i00.00 for

sewer before service is restored.

. Whenever service has been disconnected for reasons other than set

forth in (3) above, and the Company is required to reconnect
service to a unit that has had the service disconnected, the

Company shall have the right to charge a $25.00 reconnection fee

for restoration of service after 4:30 p.m. Monday through Friday

or Saturday and Sunday.

. Delinquent Notification Fee - $5.00. A fee of $5.00 shall be

charged each customer to whom the Company mails a notice of

discontinuance of service as required by the Commission Rules

prior to service being discontinued. This fee assesses a portion

of the clerical and mailing costs of such notices to the customers

creating that cost.

. Customer Account Charge- $25.00. One-time fee charged to each

new account to defray costs of initiating service.


